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1 I.

INTRODUCTION AND BACKGROUND

2

Q.

Please state your name and by whom you are employed.

3

A.

My name is Brian Earhart. I am employed by Interstate Gas Supply, Inc. ("IGS") in the

4

position of Manager, Gas Supply & Risk.

5

Parkway, Dublin, Ohio 43016.

My business address is 6100 Emerald

6

Q.

On whose behalf are you testifying?

7

A.

I am testifying on behalf of IGS and the Retail Energy Supply Association ("RESA").

8

Q.

Please describe your educational background and work history.

9

A.

I received a bachelor's degree in business administration with a specialization in

10

transportation and logistics from The Ohio State University in 2002. Immediately upon

11

graduating I began my career in the energy field at IGS Energy where I have worked

12

continuously for 16 years in various roles of increasing responsibility. In 2015, I was

13

promoted to Gas Supply & Risk Manager, a title I hold today. I am responsible for

14

managing the scheduling and trading group for part of IGS' service territory which

15

includes all of Ohio, including Vectren Energy Delivery of Ohio, Inc.'s service territory.

16

Q.

Have you submitted testimony in regulatory proceedings before?

17

A.

Yes in this proceeding and in Michigan Public Service Commission Case No. U-17941R.

18
19

Q.

What is the purpose of your testimony?

20

A.

The purpose of my testimony is to support certain portions of the Stipulation I identify in

21

my testimony.

Particularly, I support the proposed modifications to the Imbalance

1

1

Trading provisions, which bring Vectren's tariff requirements largely in line with practices

2

that were in effect prior to September 2018.

3

II.

IMBALANCE TRADING

4

Q.

What is Imbalance Trading?

5

A.

Imbalance trading is a process through which Pool Operators can trade with each

6

other to ensure gas deliveries remain within a specified tolerance level relative to

7

actual pool usage.

8

Q.

How does Imbalance Trading work?

9

A.

Vectren issues an initial imbalance statement of daily and monthly imbalances (i.e.,

10

prior to imbalance trades) to Pool Operators within ten (10) business days following

11

the end of the month. Pool Operators are allowed to trade with each other to help

12

avoid penalties and to bring themselves within the 15% daily tolerance obligation.

13

Historically, this trading period has been a three (3) day window in which Pool

14

Operators are allowed to make trades. To illustrate this process, if Pool Operator A is

15

10% short on a day and Pool Operator B was 20% short on that same day, Pool

16

Operator A could sell to Pool Operator B gas to bring up its negative balance to within

17

the 15% tolerance level.

18

Q.

Has Vectren recently made changes to Imbalance Trading?

19

A.

Yes. In September 2018, Vectren made changes to the way imbalance trading is

20

treated. First, Vectren shortened the trading period from 3 days to 2 days. Second and

21

more importantly, Vectren prohibited Imbalance Trading as described above. Under the

22

new protocols, if Pool Operator A is 10% short, it can no longer sell gas to anyone even

23

though the tariff allows them a 15% tolerance on any given day. Vectren is now only

2

1

permitting Imbalance Trading if it brings the Pool Operator's balance closer to zero.

2

Based upon IGS' experience during September 2018, it has become nearly impossible

3

to trade imbalances under the new paradigm.

4

Q.

Does Imbalance Trading affect the physical gas that is brought onto the system?

5

A.

No. It is important to keep in mind that this process takes place after the natural gas is

6

delivered and after the month has ended. Vectren separately balances the system on

7

a daily basis by using TCO storage assets paid for by Choice and SCO Suppliers.

8

Q.

What purpose does Imbalance Trading serve?

9

A.

Imbalance trading allows Pool Operators to avoid daily and monthly penalties. Since

10

Pool Operators are not privy to real-time metering and forecasts are not always

11

reliable, Pool Operators sometimes fall outside of the allowable +/- 15% tolerances. In

12

addition, meter reads provided by Vectren to the Pool Operators can be sporadic or

13

are not accounted for on the report. Therefore, the Pool Operators have no idea what

14

the customer has used on a particular day.

15

Q.

Operators?

16
17

Did Vectren propose any changes to Imbalance Trading between GTS Pool

A.

Yes. The Application proposed to change the manner in which imbalance trading

18

occurs, though there is some ambiguity in the Application as to what those changes

19

required.

20

Q.

Does the Stipulation address Imbalance Trading?

21

A.

Yes, it does. The Stipulation modifies the title of Imbalance Trading to the Trading of

22

Delivered Gas. But, for all intensive purposes, the Stipulation recommends that the

3

1

Commission authorize imbalance trading rules that are very close to the practice that

2

was in place prior to September 2018. The Stipulation provides helpful certainty to

3

market participants and Vectren, given the abrupt changes and ambiguity that have

4

existed from September 2018 to the present day.

5

Q.

Delivered Gas reasonable?

6
7

Are the provisions in the Stipulation related to Imbalance Trading/Trading of

A.

Yes, as I stated above, the Stipulation proposes to revert back to the long-standing

8

practice that was in place prior to September 2018. The Choice and SCO providers

9

have historically balanced the system well under these protocols; therefore, it would be

10

appropriate to provide certainty on a going-forward basis that these protocols will

11

continue.

12

Q.

Does this conclude your supplemental testimony?

13

A.

Yes, however, I reserve the right to further supplement this testimony.

14

4
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